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: DEPARTMENT OF CHILDREN AND FAMILY SERVICES '

\Background

On April 30, 2013, this Board approved a motion directing the Department of Children and

Family Services (DCFS), the Auditor-Controller (A-C), the Chief Executive Office (CEO) and

the Treasurer and Tax Collector (TTC), to submit a written report within 30 days that includes a

~ plan that, among other things, outlines how DCFS will perform annual programmatlc audits for
~ all fostér family agencies and group homes. Since that time, the Departments have worked - -
~ together to answer the questions rajsed in the motion, to identify areas in the contract
~ monitoring process that could be lmproved and to discuss ways to. increase the effectiveness
of DCFS' and the A-C’s programmatic and fiscal auditing processes. This mterlm status report

is collectively submitted i in response to the motion.

~
i
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Responses
A. How will DCFS perform annual programmatlc audits for all of the foster family
agencies and group homes which provide homes to dependent children? If
annual audits have not been performed over the last five years, then state why
for each agency and group home | :
DCFS currently performs annual programmat|c audits of DCFS contracted Group Homes and
all Foster Family Agencies as detalled below.

Programmatlc Aud/ts of Group Homes '_ |

DCFS and the County s Probatlon Department (Probatlon) assumed responS|b|I|ty from the A-
C for conducting programmatic audits of Group Homes (GHs) in April 2009. The table below
reflects the number of GHs for which DCFS has programmatlc audltlng responS|b|||ty, the
number of audits conducted, and the number of programmatlc audit reports issued.

\5

DCFS Programmatlc Audlts of Group Homes

N CY 2010* | FY 2011,1_2 FY 2012 13 o

Rﬁdif'ﬁéﬁl‘iil‘é@ P - - T - -

- Audits Conducted - 57 . 59 29

# of Reports Issued for | 57 59 19% -
Stated Audit Perlod

*In 2010 audits were performed ona calendar year basis. -
*Through May : 30, 2013 _\,{,._ -

In. CY 2010 two GHs were not audlted by DCFS __________ =
because no chlldren'f vere pIaced ‘with' the GH. that year. However DCFS audlted thls GH in
FYs 2011-12 and 2012-13. In the sécond instance, no audit was conducted due to an
oversight caused by a change in DCFS staff reaSS|gnments However, DCFS audited this GH
in March 2011, FY 2011-12 and FY 2012- -13, For FY 2012-13 DCFS is on track to complete all
programmatic audits for all DCFS monitored' GHs

Programmatlc Audlts of Foster Famlly Agenc:es

DCFS assumed responSIblhty from the A—C for conductlng programmatlc audlts of Foster

FY 2011-12 FY 2012 13
Audit Required 51 e
Audit Conducted 50 . - 17*
# of Reports Issued for 49 13*
Stated Audit Period

*Through May 30, 2013
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Of the 51 FFAs that DCFS was requrred to audit in FY 2011-12, there was one FFA that DCFS
did not audit. No audit was conducted after the FFA notified DCFS that it voluntarily closed its

regular foster care program. This FFA remains under contract with DCFS, but the status of its

foster care program remains unchanged. - There is-no plan to audit this FFA in FY 2012-13
unless there is a change in the status of its foster care program. Of the 50 audits conducted in
FY 2011-12, one report remains in draft and will be finalized- soon For FY 2012-13, DCFS is
on track to complete programmat|c audits of all FFAs

DCFS seeks to strengthen its current processes for programmatlc audits: of EFAs-and GHs. In

- order to develop a sound recommendation, additionial time is needed to: gather additional data,

fully develop proposals (some of which are still conceptual), and thoroughly vet all proposals.
The Next Steps section identifies what steps have been taken towards this end. The Next
Steps sectlon also descrlbes concepts and proposals DCFS contmues to explore ,

B. State the amount of money that DCFS budgets for flscal audlts performed by

the Auditor Controller; -the number of fiscal audits that can be conducted
.annually based on the budgeted amount; whether the number of fiscal audits
- performed annually should be mcreased and why, and if so, how should the

For FY 2012 13 DCFS budgeted $700, OOO to acqu1re f|scal audrtmg services from the A-C
Based on this amount, the A-C can perform approximately 13 FFA and GH audits a year with
3.5 budgeted, full-time positions. At this rate, it would take approxmately 10 years to conduct

' flscal audlts of all FFAs and DCFS monltored GHs

audrts should be conducted regularly to: evaluate the flnanmal cond|t|on of the: agency and to

- determine whether-program funds were spent on allowable costs. Increasing the frequency of

fiscal audits improves the likelihood of contract compllance and the recovery of misspent
program funds.

The amount that DCFS budgets for flscal audlts could be mcreased through a comblnatron of

positions that DCFS funds and the average amount of tlme it takes to complete a flscal audlt
the table below reflects the cost for the A-C to audit GHs and FFA at the stated frequency

-Frequency of. Audlts | # of AudltsIYear , CostIYear

AIl agencies/homes every year . 108 1. $8.3M L
L 1/zof”:'ig’enmes/homes everyyear | ~ - 54 | "§52M .|
[ Yaof agenmes/homes everyyear | 27 | .%$21M

provrde |ts final recommendatlon as to enhancing programmahc and flscal audlts/revrews
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C. State why the DCFS and- the Auditor-Controller have not collaborated to
produce a comprehensive audit report durmg the years in which the fiscal and
programmatic audits overlap

DCFS and A-C have collaborated in the area of contract monltormg * After DCFS and
Probation assumed responsrblllty for- contract monitoring compliance for GHs and FFAs, the A-
C assisted DCFS and Probation in creating monitoring.. protocols; .and . response report
_ gwdellnes using A-C’s practice as a model. Since 2010, the A-C issued three status reports
on DCFS’ and ‘Probation’s monitoring processes and two status reports on DCFS’ FFA

monitoring processes. The A-C-will’ |ssue its final FFA status- report in September 2013‘: ******

The Departments have not worked together to produce a comprehenswe audlt report” due to
‘the complexrty of lssumg such a report However DCFS |ssues a report that contalns both its

Challenges Wlth Issumg Comprehens:ve Audlt Report

The scope of flscal compllance audlts performed by the Audltor-ControIIer of a GH/FFA '

generally requires apprOXImater 400 to 500 staff hours to complete. In addition, if an-FFA or
" GH disputes a fiscal audit finding(s), they are afforded a two-step appeal process that includes
a State 'hearing: The appeals.process can take up to 6 months to complete. The final fiscal
audlt report generally cannot be lssued untll the appeal process.is exhausted ' T

" review. The programmatlc audit focuses on the quallty of program dellvery for chlldren durlng
the flscal year |n WhICh the audltlreVIew takes place When deﬂcrencles are uncovered a

vActlon PIans should be submltted W|th|n 30 days or sooner |f critical ch|Id safety |ssues are :

identified.

A comprehensive audit report would delay the reportlng of programmatlc f|nd|ngs due to the
_difference-in hours required to complete the scope:of each: type of audit. -Furthermore, a
comprehensive audit report could be delayed up to 6 months if a contractor exerCIses their
appeal rlghts < :

Consolldated Report

The A-C conducts flscal reviews of 10 to- 12 agenmes per year whlle DCFS completes

programmatlc audlts of alI contracted FFA and GH programs each year When preparlng fora-

audltlng/monltorlng staff of partlcular areas - of concern or"interests " DCFS |ncIudes in its -

programmatic audit report a section to report the amount of guestioned costs noted in the A-
C’s most fecent audlt report and the current status of the contractors repayment of the
'questloned costs. : S : S , :
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D. Clarify the status of the existing system and efforts used to track and collect
overpayments to contracting agencies. Present the Board of Supervisors with
a collection policy recommendation to have a more timely repayment schedule
for overpayments and disallowed costs than current practlce

(-

2009 Board Motion Regarding Collection

On September 22, 2009, the Board instructed the Chief Executive Office to review the issue of

disallowed costs associated with audits of GHs and FFAs and to create a workgroup to assist

—in—this-matter—The" woﬁ<group ‘consisted of - representatives—from-the -CEO,—A-C,—County————

Counsel, TTC and DCFS. The workgroup conducted: 1) a detailed review of the GH/Foster
family Agency fiscal audit report process; 2) an analysrs of the procedures: used in the .
collection of disallowed costs; 3) a review of the roles and responsibilities of the TTC and
DCFS in the collection process; and 4) an analyS|s of the impact of Senate"Bill 84

Overpayment Recovery for Foster Care Provrders The group, among other things, clarlfred the
C

The workgroup’s final report was lssued on April 29, 2010 ‘and lncluded recommended
changes aimed at reducing the time to issue the A-C'’s final report and correcting deficiencies
in the existing process. As a,result of the current collaboration between these departments
significant improvement has been made. From FYs 2009-10 to 2011-12, referrals of
‘delinquent accouints to TTC totaled $2.5 million - $1.1 million of which ‘were tincollectible due
primarily to the age of the debt and/or the dissolution of the agencies owirig- the debt. Of the
remaining $1.4 mllllon owmg, $440 000 (31%) has been collected to date TR

TTC-DCFS Collect/on Process

Currently, DCFS sends a demand notice to'a GH .or FFA requesting that the home or agency
contact TTC to establish a repayment plan. . TTC establishes a .payment plan; monitors the
account to ensure timely repayment, and submits monthly collection reports*and' collections
back to DCFS. Should the account become delinquent or the GH or FFA fail to enter into a
repayment plan, TTC sklp traces to locate the debtor and. any assets. If ro activity occurs on
the account, after attemptlng to make contact and sendlng billings and notlces the account is
forwarded to TTC's outside collection’ agency If TTC deems accounts uncollectlble TTC
returns’the account to DCFS. . , -

When DCFS becomes aware that a GH or FFA owes _mon,ey,\ DCFS notifies the Gll-l\zor FFA
that their, contract will net:be:renewed unless payment is made. As a matter of practice,:DCFS
will request-a lump-sum payment. -If payment in full-is not feasible, DCFS will accept a

payment plan.spanning three: years. DCFS uses the pOSSIbIlIty of’ non- renewal to secure |

amounts: owed by GHs and FFAs
Recommendatlons for Improvement

The Calufornla Department of Social Services, Manual of Polrcres and Procedures include
collection’ techniques that are not included in the California Code of ClVll Procedure sections

- that govern collection actrvrtles undertaken by TTC. For example, the Welfare and Institutions

Code (WIC), which governs GHs, authorize recording a lien for overpayments against real

-

M

\
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oroperty, prior to obtaining a legal judgment (WIC §§ 11466.33 et seq.). This tool could
enhance TTC’s ability to collect. TTC will work with County Counsel explore the ability to alter
its existing collection techniques to incorporate these guidelines wherever possible.

In addition, DCFS has discussed with the TTC the feasibility of modifying its repayment plan
agreement to allow for an increased repayment amount from a GH or FFA should it later be
discovered that the home or agency has the financial ability to make higher payments under a
payment plan agreement

E. What is the accurate number of FFAs, group homes, foster h‘omés‘, and the
number of children in these homes and the methodology used in’ ldentlfylng
those numbers'? :

DCFS contracts with 51 FFAs DCFS and Probatron contract with 80 GHs. The number of
foster homes, GHs and the number of ICFS children placed in those homes ‘are detarled

below

: : ‘ Foster Family Agencres
: ‘Number of FFAs under-contract . ." | 61 (as of 5/1/13)* :
Number of FFAs with “Do.Not Use” status . . | 1* (as of 5/1/13) - 0
|:Number, of agencies suspending intake .~ 1 1* (as-of 5/1/13) ;
Number of FFAs reported. having children placed |49 (as of 5/21/13)*
[ Number of children placed through FFAs . | 4,789 (as of 5/21/13)** |
Number of foster homes' certified by FFAs 2,980 (as of 4/30/13)**

*Information obtained from DCFS records
**Information obtained by DCFS from FFAs

- Group Homes "

T -Number of GHs under contract (GHs used by Probatron and DCFS) 80 (asof 5/1/13)* by
Number:of GHs-monitored by Probation. .. . |22 (as of 5/1/43)* P
Number of GHs. monltored by.DCES,. . ... ° oot o ] B8 (as of 5/4113)*
‘Number of GHs with.“Do Not Use” status L .12 (asof5/1/13)*

| Number of GHs reported having DCFS placed chrldren 7 |56 (as of. 5/21/13)** L
| Number 6f DCFS placed children’in GHs : 0 | 887 (asof 521113 |

3 “*{ntormation: obtained from DCFSrecords
** Information obtained from GHs

Next Steps
'Proceed wrth ¢ |As ~part;of the:Department's recent ‘re-organiz”ation' the Ie‘p’artrn“ent will
-:DCFS. | centralize all contract- ‘monitoring functions under a newly-established ‘Contract-
+ | Contract -, - Monitoring Unit:; Centralrzrng this-furiction will enable the Department to better-
Monitoring Unit identify and target trarnlng needs, encourage . intra-departmental

standardization of fact finding, 'and increase productlvrty Actlons include:

. Identrfled 15 existing staff resources that can be redrrected to
. initially support the unit; -
o - Received Board approval for an additional 7 |tems to establlsh an
additional Out of Home Care Investigations Unit; and
¢ ldentified as an unfunded pnorlty, an additional need for 17 |tems to
augment the Program/Contract monitoring staff to conduct bi-

g
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_monthly contract rev:ews and prowde technical assnstance for all
440+ contracts WIth the Department

' Based on Needs
Assessment )
Secure Enhanced
Fiscal/Program
Contract
Monitoring
Training for

DCFS W|II foIIow-up on a prev;ously conducted tralnlng needs assessment for

'DCFS Contract Monitoring staff. DCFS recognizes the need to train and
-enhance the skills of our ex1st|ng staff as well as the staff that will become part

of the new Contract Monltonng Umt DCFS will Iook to A-C and others to assist
|n this tralnmg effort.

e -DCFS Staif

Develop standard

DCFS Probatlon and Audltor-Controller to developed a standarzied process

and Group Home
Training

contract and for ‘conducting contract compllance audit and program monitoring for all the
| program Foster Family and Group Homes

‘monitoring . :

process between ,

DCFS and

Probation ' *

Develop Foster DCFS in collaboratlon with A-C Probatlon Treasurer and Tax-Collector, the
1 Family Agency Association of Community Human Service Agencies, and other stakeholders

will develop and implement a training program for contractors. This training
program will emphasize fiscal accountability, strengthening internal controls,
and |dent|fy recent trends in fiscal and programmat|c audit flndlngs provide

| practical information on" ‘prohibited transactions -and disallowed costs; and
*“|"highlight trends in audit findings of other ‘similarly situated FFAs of GHs, On
- |'the program side, tramlng wull mclude best practlces for chﬂd welfare servnces

and- safety - : “h

HES

Seek CEO

| Assistance to
Convene CFWB
Workgroup To
Develop
Standards

Ask the CEO to convene a workgroup, compnsed of the Department of Mental

Health, Probation, DPSS, and DCFS to develop and recommend objective
standards to guide a Department's decision regardlng

"¢ when to recommend that a contract be terminated for cause or
convenience;

e when to place a contractor on a “Do Not Refer” status; ,
when to place a contractor on‘a ‘Do Not Use” status;.
whether a contractor's poor perfon‘nance with one County
department should impact the same contractor's contracting
relationship with a different County department and v

* how County Departments should respond to audit reports disclosing
fiscal improprieties absent evidence that the improprieties impact
other contract deliverables, i.e. child safety.

| Research and Vet
Automated
Monitoring Tools

DCFS has requested Casey Family Foundation to survey other jurisdictions to
determine whether they use. technology to assist in the audltlng process.
Casey has provided preliminary information. DCFS is rewewmg the
information and will follow-up with Casey.

,'Continue to Work
With A-C on Risk
‘Assessment

The A-C is assmtmg DCFS to develop a hybnd risk assessment tool that will
combine inherent child safety factors with fiscal V|ab|I|ty factors to pnontlze_

| which agencies and GHs pose a higher risk and requnre additional audits or |
‘ more frequent follow-up. -

Formula.
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the A-C This tool will gather basic fiscal rnformatron to identify potential
weaknesses that should be further revrewed and rnvestrgated by the A-C.

Consult with
| Counsel About
Remedies

{

DCFS is. consrderrng other proposals whrch will requrre input from County
Counsel. The ‘proposals relate to corréctive measures whichccan be taken by
those FFAs and GHs with fiscal disallowances, or with repeated drsallowances
whrch do not rmpact chrld safety. The proposals include:

J Requmng agencies or GHs to pay the cost of an rndependent entrty to
_monitor their internal control procedures or finances.
_»__Compel -attendance in_educational . classes. by £oard4nembers

administrative staff, bookkeeprng staff, and payroll staff, as a condition
‘of contract renewal or in exchange for refraining. from termrnatrng the
- contract for ci nvenience. -
« Require the FFA or GH to hire professronal consuitants. famrlrar with
___ County frscal and program audits for assistance.

Performance
Based Monitoring

' DCFS is exploring ways to rmplement performance based—' contract monrtorrng,

where staff monitors outcomes in addrtron to. contract complrance or program
complrance : .

Conclusion **

.. The Department requests an addrtronal 60 days to contrnue to explore certain proposals and
vet others.. This.time will enable DCFS to conduct the necessary. research and provide this
Board Wl‘lh a solid plan- for. strengthenrng DCFS'’ - contract. monitoring processes. The

' Department recommends the CEO’s office convene. a workgroup-to make recommendatrons :

relatrve to standards as outlrned in the Next Steps sectron of this response

C: County Counsel

Jerry Powers L :”
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